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September 16,2011 

Independent Auditor's Report 

Insurance Committee 
Louisiana Housmg Council Airthorities Group Self Insurance Risk Management Agency 
Church Point, Louisiana 

We have audited the accompanying balance sheets of the 

Louisiana Housing CouncU Authorities 
Group Self Insurance Risk Management Agency 

Church Point, Louisiana 

as of March 31, 2011 and 2010, and tiie related statements of revenues, e?^enses and changes in net assets and 
cash flows for the years then ended. These financial statements are the responsibility of the management of flie 
organization's management Our responsibility is to e)q)ress an opinion on tiiese financial statements based on 
OUT audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and the standards eqaplicable to financial audits contained in Govemment Auditing Standards\ issued by 
the Comptroller General of the United Stales. Those standards require that we plan and perform the audits to 
obtain reasonable assurance about whether ftie financial statements are fi-ee of material misstatement. An audit 
includes examining, on a test basis, evidence supportihg Ihe amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all matraial respects, the financial 
position of ihe Louisiana Housing Council Authorities Groiq) Self Insurance Risk Management Agency as of 
March 31, 2011 and 2010, and the changes in its net assets and its cash flows for the years then ended in 
conformity with accounting principles generally accepted in the United States of America. 

Accounting principles generally accepted m the United States of America require that the Management's 
Discussion and Analysis information and the Schedule 1-10 Year Claims Development information on pages 5 
through 7 and 23 through 26 be presented to supplement the basic financial statements. Such information, although 
not a part of the basic financial statements, is required by the Govemmental Accounting Standards Board, who 



considers it to be an essential part of financial reportmg for placing the basic financial statements in an ̂ propriate 
operational, economic or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management's responses to our inquires, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express 
an opinion or provide any assurance on the information because tiie limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 

InaccordancewithGovemmenMt^ifirtgiS'taniiarcfe,wehavealsoissuedourreportdated September 16,2011, 
on our consideration of the Louisiana Housing Council Authorities Group Self Insurance Risk Management 
Agency's intemal control over financial reporting and our tests of its compliance with certain provisions of laws, 
regulations, contracts and grant agreements and other matters. The purpose of that report is to describe the scope 
of oiu" testing of intemal control over fmancial reporting and compliance and the results of that testing and not to 
provide an opinion on the intemal control over financial reportii^ or on compliance. That report is an integral part 
of an audit performed in accordance with Govemment Auditing Standards and should be considered in assessing 
the results of our audit. 

Our audits were conducted for the purpose of forming an opinion on the financial statements taken as a whole. 
The supplementary information included in the combining and combined balance sheets, combining and combined 
statements of revenues, expenses, and chaises in net assets, and the Financial Indicator Table is presented for 
purposes of additional analysis and is not a required part of the financial statements. Such mformation is the 
responsibility of management and was derived fi-om and relates directiy to the underlying accoimting and other 
records used to prepare the financial statements. The information has been subjected to the auditing procedures 
applied in the audit of the financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the financial 
statements or to the financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the information is fairly stated in 
all raateriad respects in relation to the financial statements as a whole. 

Yours truly, 

: ^ ^ / ^ - ^ ^ / ^ ^ ^ 



Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 
Management's Discussion and Analysis 

The following is management's discussion and analysis of the financial performance of tiie Louisiana Housing 
Council Authorities Group Self Insurance Risk Management Agency (the IRMA) for the fiscal year ending March 
31,2011. It is presented as a narrative overview and analysis for the purpose of assisting the reader in interpreting 
the key elements of the financial statements, notes to the financial statements, and supporting schedules for the 
current year. 

The Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency is an association of 
City and Parish Public Housing Authorities in the State of Louisiana who pool their fimds to purchase certain types 
of insurance coverage. The IRMA was originally formed in 1994 and currentiy offers coverage for Worker's 
Compensation, Fhe and Extended Coverage (I*roperty), and General Liability. Each line of coverage is a separate 
fimd within the IRMA and has different membership with the General Liability Fund having the broadest 
membership of 117 Authorities. Additional coverages offered by LHC include Public Officials Liability, Health, 
Long Term Disability, Life, and Pension. 

A committee of 7 members along with an Insurance Coordinator (who is contracted by the LHC Executive 
Committee) serves as the msurance committee. This committee makes the decisions regarding the insurance 
operations and results are shown herein. The IRMA and its insurance program are currentiy administered by Arthur 
J. Gallagher Risk Management Services, Inc. at the direction of the committee. 

Financial Highlights (in Millions) 

Cash and Investments 
Reserves for Unpaid Claims 
Net Assets 

At March 
3 L 2 0 n 

10.95 
1.21 
9.94 

Fiscal 
Year 2011 

At March 
31.2010 

9.71 
1.48 
7.89 

Fiscal 
Year 2010 

At March 
31.2009 

10.52 
1.70 
7.25 

Fiscal 
Year 2009 

Percentage 
Increase 

(Decreased 

12.8% 
(18.2)% 
26.0% 

Percentage 
Increase 

(Decreased 

12.26 11.68 9.84 5.0% 

6.82 6.72 5.01 1.5% 

Premium Income 
Premiums Ceded and Insurance 

Policies Purchased 
Investment Income and 

Change in Unsold Investments 
Net Claims Expense 
Administrative, Legal and, Overhead Fees 
Net Income Prior to Dividends 
Net Income (loss) 

As shown above, cash and investments have increased by 12.8% which was the result of an mcrease in net 
premiums eamed of approximately $480,000. For the year 2010 - 2011, the IRMA performed a comprehensive 
review of property values and increased values on may properties causing the associated premiums eamed on the 
Fire and Extended Coverage fimd to increase by $223,000. Likewise, premiums increased by $170,000 (5%) on 
the Health Fund which is consistent with trends in health related premiimis. 

0.02 
3.00 
0.66 
2.04 
2.04 

0.08 
3.49 
0.50 
1.23 
0.65 

0.24 
2.96 
0.53 
1.84 

(0.28) 

(75.0)% 
(14.0)% 
32.0% 
65.9% 

213.9% 



Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 
Management's Discussion and Analysis 

Financial Highlights (in Millions) (Continued) 

The fimds net income prior to dividends was $2.0 million in 2011 compared to $1.2 million in 2010. Claims 
expenses decreased by approximately $500,000, which is predominantly driven by the absence of any major 
catastrophic property losses during the policy period. Reinsurance costs renmned level fi-om 2010 to 2011. 
Reserves for unpaid claims have decreased by approximately $270,000 during 2011. LHC's insurance programs 
now have a combined $9.94 milUon in total fimd equity as of March 31,2011. 

Total claims incmred decreased by ̂ proximately $349,000, which was primarily a result of a decrease in property 
claims expense for 2010 to 2011. The table below shows claims expense by each self-insured fimd over the past 
three years. 

Fiscal Year Fiscal Year Fiscal Year 
2011 2010 2009 

Worker's Compensation ($37,111) $5,541 ($20,197) 
Health 2,215,830 1,974,146 1,582,157 
Fire & Extended Coverage 586,711 1,456,896 1,188,830 
General Liability 232.195 __ 53.699 211.416 

Total 2.997.625 3̂ 490.282 2.962.206 

Investment income for fiscal year 2011 was $22,462 or about 0.2% eamed on average cash and investments 
compared to $80,024 and 0.8% firom fiscal year 2010. The negative trend in investment earnings is consistent with 
the overall investment environment for the current fiscal year. 

The overall net mcome prior to dividends for 2011 increased to $2,041,883 versus $1,234,340 for tiie 2010 fiscal 
year. This increase in net income was driven mostiy by the increase in net premiums eamed and the decrease in 
claims expenses discussed above. 

Basic Financial Statements 

The basic financial statements include information for the Louisiana Housing Council Authorities Group Self 
Insurance Risk Management Agency. The statements are presented in accordance with Govemmental Accounting 
Standards Board (GASB) accounting principles and include the Balance Sheets; Statements of Revenues, 
Expenses, and Changes in Net Assets; and Statements of Cash Flows. 

The Balance Sheets presentthe assets and liabilities of the IRMA and insurance programs. The difference between 
total assets and liabilities is represented as net assets and is a usefiil indicator of the surplus generated for all years 
of operation. The change in net assets is a useful measure of whether the financial position is improving or 
deteriorating. 

The Statements of Revenues, Expenses, and Changes in Net Assets present the results of the insurance operations 
for the past two fiscal years. This statement shows the revenues generated by tiie fimds along with the associated 
expenses. The revenues in excess of expenses are represented as net income and contribute to the change in net 
assets fi"om one year to another. 

The Statements of Cash Flows presents information showing how cash changed throughout the fiscal years as a 
result of operations. 



Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 
Management's Discussion and Analysis 

Other Receivables 

The balance sheet contains an asset titled Other Receivables. The balance in this account is comprised of the items 
detailed in the foUowmg table. 

March 31, March 31, March 31, 
2011 2010 2009 

Pension Forfeiftire Credits Receivable $93,704 $85,905 $74,349 
Policyholder Dividends Receivable 80,091 
Miscellaneous Receivables 6.135 

Total 173,795 85.905 80.484 

As detailed above, the most significant changes fi-om year to year were in policyholder dividends due to the IRMA 
fiom its workers compensation coverage provider, Louisiana Workers' Compensation Corporation (LWCC). The 
dividend was declared by LWCC for the 2010 calendar year but was not received by the IRMA until after March 
31, 2011. Dividends for prior years were received prior to March 31. 

Unearned Premiums 

When premiimis are pre-collected for a renewal or insurance carrier premium mstallment, a liability must be 
established to reflect that as of that pomt m time, tiiose collections were made for activity that was to happen 
subsequent to the date of the financial statements. 

Other Payables , 

The Balance Sheet for March 31,2010 has an Other Payables balance of $590,000. This payable represents the 
dividend payment that was approved by the board prior to fiscal year end. The actual distribution took place shortly 
thereafter. No dividends were declared for the 2011 year and no payable is recorded at March 31,2011. 

Contacting the HtMA's Insurance Coordinator 

This financial report is intended to provide a general overview of the Louisiana Housing Council Authorities 
Group Self Insurance Risk Man^eroent Agency for mterested parties. Questions concerning information provided 
herein, or requests for additional fmancial mformation should be addressed to the Louisiana Housing Council's 
Insurance Coordinator: 

Ms. Gertmde Broach 
405 Soutii David 

Church Point, LA 70525 



Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 

Balance Sheets 
March 31,2011 and 2010 

Assets 
Cash and cash equivalents 
Restricted cash 
Investments 
Premiums receivable 
Reinsurance receivables 
Prepaid expenses 
Other receivables 
Escrow fimds 
Accmed interest 

Total assets 

Liabilities and Net Assets 
Accounts payable 
Unpaid claims liability 
Deposits 
Uneamed premiums 
Pension fiinds payable 
Pension forfeitures payable 
Other payables 

Total liabilities 

Net Assets 
Restricted 
Unrestricted 

Total net assets 

Total liabilities and net assets 

2011 2010 

$5,035,023 

5,916,828 
7,828 

140,541 
295,256 
173,795 
30,456 
21.752 

11,621.479 

9,080 
1.208,558 

104,677 
206,427 

63,819 
93,704 

1.686.265 

9.935.214 
9.935.214 

11.621.479 

$4,842,187 
200,000 

4,666,132 
16,077 

378.661 
282,538 

85,905 
32,556 
24.200 

10,528.256 

5,345 
1,484,588 

173,116 
228,974 

66,997 
85,905 

590.000 
2.634,925 

200,000 
7.693.331 
7.893.331 

10.528.256 

The accompanying notes are an integral part of these statements. 
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Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 

Statements of Revenues, Expenses and Changes in Net Assets 
Years Ended March 31,2011 and 2010 

2011 2010 
Revenues 

Premiums eamed 
Premiums ceded 

Net premiums eamed 
Pension fimds received 
Investment income 
Net appreciation (depreciation) 

in fair value of investments 
LHC fee 
Otiier 

Total revenues 

Expenses 
Claims expenses 
Less reinsurance proceeds 

Net incurred claims expenses 
Administrative fees 
Insurance coordinator fees 
Claims administrator fees 
Pension fimds transferred 
Fees paid to LHC 
Bank service charges/other 
Legal fees 
Actuarial fees 
Policyholder dividends 

Total expenses 

Net Income 

Net Assets 
Beginning of year 

End of year 

$12,263,894 
(6.821.659^ 
5,442,235 
777,128 
155,256 

(132,794) 
127,241 
103.122 

6.472.188 

3,254,156 
(256.5311 
2,997,625 
122,234 
20,004 
176,910 
776,325 
127,241 
190,983 
13,483 
5,500 

4,430.305 

2,041,883 

7,893.331 

9.935,214 

$11,680,238 
(6.721.4431 
4,958,795 
722,846 
158,781 

(78,757) 
127,259 
62,066 

5.950.990 

3,602,742 
(112.460) 
3,490,282 
121,488 
21,671 
163,676 
722,089 
127,259 
59,205 
2,480 
8,500 

586.572 

5,303.222 

647,768 

7.245.563 

7.893.331 

The accompanying notes are an integral part of these statements. 
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Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 

Statements of Cash Flows 
Years Ended March 31,2011 and 2010 

2011 2010 
Cash Flows From Operating Activities 

Premiums received 
Premiums paid 
Reinsurance proceeds 
Pension fiinds received 
Investment activity 
Claims paid 
Pension fimds paid 
Payments for fees and bank charges 
Policyholder dividends paid 
Other receipts 

Net cash provided (used) bv operating activities 

Cash Flows from Investing Activities 
Proceeds fi-om sale and maturity of 

investment securities 
Purchase of investment securities 

Net cash provided (used) bv investing activities 

Net Increase in Casb 

Cash, begimxing of year 

Cash, end of year 

$12,249,596 
(6,821,659) 

416,201 
771,704 
157,704 

(3,518,075) 
(779,503) 
(452,115) 
(590,000) 
142.473 

$11,723,077 
(6,898,231) 

105,042 
717,425 
171,232 

(3,529,070) 
(716,374) 
(510,742) 

(1,984,534) 
189.325 

1.576,326 

24,031 
(1.407.5211 

(1.383.4901 

192,836 

4.842.187 

5.035,023 

(732.8501 

1,619,777 
(779.8091 

839.968 

107,118 

4.735.069 

4.842.187 

The accompanying notes are an integral part of these statements. 

10 



Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 

Statements of Cash Flows 
Years Ended March 31,2011 and 2010 

2011 2010 
Reconciliation of Net Income to Net Cash 

Provided by Operating Activities 
Net income $1,950,146 $647,768 
Adjustments to reconcile net income to 

net cash provided by operations 
Net (appreciation) depreciation in 

fan-value of investments 132,794 78,757 
(Increase) Decrease in 

Restricted cash 
Receivables 
Accmed investment income 
Prepaid expenses 
Escrow fimds 

Increase (Decrease) in 
Unpaid claims liability 
Deposits 
Uneamed premiums 
Accounts payable 
Policy premiums payable 
Pension iunds payable 
Pension forfeitures payable 
Other payables 

Net cash provided (usedl bv operating activities 

200,000 
80,029 
2,448 

(12,718) 
2,100 

(105,843) 
(68,439) 
(22,547) 
3,735 

(3,178) 
7,799 

(590.0001 

1.576.326 

•546,204 
12,451 

(165,099) 
17,060 

(214,461) 
(263,186) 

13,896 
(6.463) 
(7,530) 
5,715 

(1,397.9621 

(732.8501 

The accompanying notes are an integral part of these statements. 

11 



Louisiana Housmg Council Authorities Group 
Self Insurance Risk Management Agency 

Notes to Financial Statements 
March 31,2011 

Note 1-Public Entity Risk Pools 

In April, 1984, the Govemmental Accounting Standards Board (GASB) was established as an arm of the Financial 
Accounting Foundation to promulgate standards of financial accounting and reporting with respect to activities and 
transactions of state and local entities. 

In November, 1989, the GASB issued Statement No. 10 "Accounting and Financial Reporting for Risk Financing and 
Related Insurance Issues" (GASB 10) to establish accounting and financial reporting standards for risk financing and 
insiu-ance-related activities of state and local govemmental entities, including public entity risk pools. 

In February, 1996, the GASB issued Statement No. 30 "Risk Financing Omnibus, An Amendment of GASB Statement 
No. 10". 

A "public entity risk pool" is defined in GASB Statement No. 10 as a "cooperative group of govemmental entities 
joining together to fmance an exposure, liability, or risk." There are four basic types of public entity risk pools which 
can serve one or several of the following functions: 

Risk-Sharing Pool 

An arrangement by which governments pool risks and fimds and share in the control of losses. 

Insurance-Purchasing Pool 

An arrangement by which governments pool fimds or resom-ces to purchase coromercial insurance products. 

Banking Pool 

An arrangement by which monies are made available for pool members in the event of loss on a loan basis. 

Claims-Servicing or Account Pool 

An arrangement by which a pool manages separate accounts for each pool member fi-om which the losses 
of that member are paid. 

Risk-Sharing Pools Insurance-Purchasing Pools 

Workers Compensation Fund Long-Term Disability Fund 
Health Fund Life Insurance Fund 

Fire & Extended Coverage Fund Public Officials Liability Fund 
General Liability Fund 

Participation in the Agency is open to all housing authorities which are members of the Louisiana Housing Council, 
Inc. These housing authorities join together to acquire commercial insurance coverage at lower costs. Participation 
is voluntary and participants may withdraw by giving proper notice. The Agency's general objectives are to 
formulate, develop and administer, on behalf of the member housing authorities, a program of inter-local risk 
management to obtain lower costs for that coverage. 

12 



Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 

Notes to Financial Statements 
March 31,20J1 

Note 1-Public Entity Risk Pools (Continued) 

hi 1981, tiie Louisiana Legislature enacted Louisiana Revised Statutes (LRS) 33:1351 tiu-ough 33:1360, the "Local 
Housing Authority Self Insurance Act of 1981." LRS 33:1354 authorizes tiie Louisiana Housing Council, Inc. (LHC) 
to administer an inter-local risk management agency, with the insurance committee of the LHC constituting the board 
of trustees for such agency, LHC is an association for the housing authorities of Louisiana and is mcorporated as a 
nonprofit corporation under the laws of the State of Louisiana. 

Risk-Sharing Pools 

Participating housing authorities transfer risk of loss to the fimds in the risk-sharing pool. If the assets of the Agency 
are exhausted, participants will be responsible for their respective outs^oiding claims. 

The Workers' Compensation Fund had seventy and sixty-nine housing authorities participating as of March 31,2011 
and 2010, respectively. The Fund uses the Louisiana Workers' Compensation Corporation (LWCC) for claims 
processing and has established a "Loss Deposit" account with them. 

The Health Fund had forty-four and forty-three housing authorities participatingasof March 31, 2011 and 2010, 
respectively. Benefit Management Systems performs the claims processing for the Health Fund. 

The General Liability Fund had one hundred twenty-two and one hundred twenty-five housing authorities participating 
as of March 31,2011 and 2010, respectively. F. A. Richard & Associates performs claims processing for the General 
Liability Fund and maintains a "Loss Fund" account for payment of claims. 

The Fire and Extended Coverage Fund had one hundred twenty-five and one hundred twenty-one housing authorities 
participating as ofMarch 31,2011 and 2010, respectively. F. A. Richard & Associates performs claims processing 
for the Fire and Extended Coverage Fund and maintains a "Loss Fund" account for payment of claims. 

Fund underwriting and rate-setting policies have been established by the LHC Insurance Committee, which is the 
governing body of the Agency. 

Insurance-Purchasing Pools 

The insurance-purchasing pools include the Long-Term Disability Fund, Life Insurance Fund and the Public Ofiicials 
Liability Fund, which are comprised of members of the Louisiana Housing Council, Inc. The Funds receive premiums 
from the housing authorities and pool the fiinds to purchase commercial insurance products. 

Note 2-Summary of Signiflcant Accounting Policies 

A. Basis of Accoimting 

The Agency is considered an enterprise fimd and, accordingly, uses the accrual method of accounting. 

13 



Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 

Notes to Financial Statements 
March 31,2011 

Note 2-Summary of Significant Accounting Policies (Continued) 

B. Cash and Cash Eouivalents 

For purposes of the statement of cash flows, the Agency considers all highly liquid debt mstruments purchased with 
a maturity of three months or less to be cash equivalents. 

C. Method Used to Value Investinents 

Investments are reported at fair value. Fair value is based on the market value on the last business day of the fiscal 
year. Purchases and sales of securities are reflected on the trade date. Interest income is recorded as eamed on the 
accrual basis. 

The Agency adopted the Fair Value Measurements and Disclosures Topic of the FASB - Accounting Standards 
Codification as of January I, 2008. Under the Fan- Value Measurements and Disclosures Topic of the FASB -
Accounting Standards Codification, fair value is defined as the price that would be received to sell an asset or paid 
to transfer a liability (i.e. the "exit price") in an orderly transaction between market participants at the measurement 
date. The Codification topic establishes a hierarchical framework which prioritizes and ranks the level of market price 
observability used in measuring investments at fair value. Market price observability is unpacted by a number of 
factors, including the type of mvestment and the characteristics specific to the investment. 

Observable inputs are inputs that market participants would use in pricmg the asset or liability based on market data 
obtained from sources independent of the Agency. Unobservable inputs are inputs that reflect the Agency's 
assumptions about the assumptions market participants would use in pricing the asset or liability based on tiie best 
infonnation available. Investments with readily available actively quoted prices or for which fair value can be 
measured from actively quoted prices generally will havea higher degree of market price observability and a lesser 
degree of judgement used in measuring fair value. 

Assets measured and reported at fair value are classified and disclosed in one of the following categories: 

Level I: Quoted prices (imadjusted) in active markets which are accessible at the measurement date. 

Level U: Prices based on observable inputs corroborated by market data but no quoted active markets. 

Level III: Prices based on unobservable inputs, mcluding situations where there is littie, if any, market 
activity for the assets or liabilities. The mputs used in the determination of fan- value reqiure 
significant management judgment or estimation. 

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In such 
cases, an investment's level witiiin the fair value hierarchy is based on the lowest level of input that is significant to 
the fair value measurement. The assessment of the significance of a particular mput to the fair value measurement 
in its entirety requires judgment, and considers factors specific to the investments. 

14 



Louisiana Housing CouncU Authorities Group 
Self Insurance Risk Management Agency 

Notes to Financial Statements 
March 31,2011 

Note 2-Summary of Significant Accounting Policies (Continued) 

D. Premium Income and Accounts Receivable 

Premiums are recognized as income over the life of the policies as they are earned. Accounts receivable are current 
and considered to be fiilly collectible by management; therefore, no reserve for bad debts has been established. 

E. Unpaid Claims Liabilitv 

(I) Workers' Compensation Fund, Health Fund, Fire & Extended Coverage Fund and General Liability Fund 

These fimds establish claims liabilities based on estimates of the ultimate cost of clmms (mcluding future claim 
adjustment expenses) that have been reported but not settied and of claims that have been mcurred but not reported 
(IBNR). The lengtii of time for which such costs must be estimated varies depending on the coverage involved. 
Estimated amounts of reinsurance recoverable on unpaid claims are deducted from the liability for unpaid claims. 
Because actual claims costs depend on such complex factors as inflation, changes in doctrines of legal liability, and 
damage awards, the process used in computing claims liability does not necessarily result in an exact amount. Claims 
liabilities are recomputed periodically usmg a variety of actuarial and statistical techniques to produce current 
estimates that reflect recent settiements, claims frequency, and other economic and social factors. A provision for 
inflation in the calculation of estimated fiiture costs is unplicit in the calculation. The carrying amount of liabilities 
for claims losses and claims expense is presented at actual amounts expected to be spent and are not discounted to 
present value. Investment earnings are not taken into account in determining claims liability. 

(II) All Other Insurance Funds 

These fimds buy insurance from various commercial insurance companies to cover all claims; therefore, no reserve 
for unpaid claims liability has been established. 

F. Excess and Reinsurance Policies 

The funds in the risk-sharing pools purchase excess and reinsurance policies to reduce exposure to large losses on 
insured events. Under excess policies, once claims reach the provided specific or aggregated stop loss limit, the 
liability transfers to the excess insurer. Reinsurance policies permit recovery of a portion of losses, although they do 
not discharge the primary liability of the individual fimds as direct insurer of the risks. Funds do not report reinsured 
risks as liabilities unless it is probable that those costs will not be covered by reinsurers. The Agency evaluates the 
fmancial condition of its reinsurers and monitors concentrations of credit risk arising from similar geographic regions, 
activities, or economic characteristics of the reinsurers to minimize their exposure to significant losses from reinsurer 
insolvencies. 

G. Income Taxes 

The Agency is exempt from federal income taxes under Sections 7701 and 115 (1) of the Intemal Revenue Code. 
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Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 

Notes to Financial Statements 
March 31,2011 

Note 2-Summary of Significant Accounting Policies (Continued) 

H. Estimates 

The preparation of financial statements in conformity with generally accepted accounting prmciples requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosures of contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenue and expenses during the reporting period. Actual results could differ from those estimates. Significant 
estimates made by management which might affect these financial statements mclude, but are not limited to, the 
unpaid claims liability for all risk-sharing pools. 

Note 3-Agency Pool 

The Louisiana Housing Council Autiiorities Group Self Insurance Risk Management Agency sponsors an Agency 
Pool, which includes only the Pension Fund. This fimd receives the confributions from the housing authorities and 
remits them to the custodian. 

Note 4-Cash, Cash Equivalents and Investments 

A. Agencv 

For reporting purposes, cash and cash equivalents include cash on hand, fmancial institution deposits and all highly 
liquid investments with an original maturity of three months or less. Cash and cash equivalents are stated at cost, 
which approximates market value. Under state law, the Agency may deposit fimds within a fiscal agent bank selected 
and designated by the Board. Further, the Agency may purchase time certificates of deposit of any bank domiciled 
or having a branch office in the State of Louisiana, invest in savings accounts or shares of savings and loan 
associations and savings banks and in share accounts and share certificate accoimts of federally or state chartered 
credit unions. 

Under Louisiana Revised Statutes, the Agency may invest in obligations of the U.S. Treasury, obligations of U.S. 
Agencies which are guaranteed by the U.S. govemment or U.S. govemment agencies, repurchase agreements, 
certificates of deposit as mentioned above, investment grade commercial paper, investment grade corporate notes and 
bonds, and other mvestments as required by the terms of bond tmst indentures. 

B. Cash and Cash Equivalents 

At March 31, 2011 and2010, the carrying amount of the Agency's cash and cash equivalents was $5,035,023 and 
$4,842,187, respectively. This was comprised of bank balances of $200,000 at March 31, 2010. and investments in 
money market fiinds used in daily operations of $5,035,023 and $4,642,187, respectively. 

At March 31,2010, the Agency had $200,000 in deposits (collected bank balances) with the entire amount covered 
by the Federal Deposit Insurance Corporation (FDIC). The Agency had no collected bank balances as ofMarch 31, 
2011. 
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Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 

Notes to Financial Statements 
March 31,2011 

Note 4-Cash, Cash Equivalents and Investments (Continued) 

C. Investments 

(I) Interest Rate Risk 

The Agency does not have a formal investment policy that limits investment maturities as a means of managing its 
exposure to fair value losses arising from increasing interest rates. The following table summarizes the Agency's 
segmented tune distribution investment maturities in years by investment type as ofMarch 31, 2011, 

Investment Tvne 

U.S. Treasuiy Notes 
U.S. Govemment Agency Bonds 
U.S. Govemment Agency Notes 

Total Investments 

(II) Credit Risk 

Fair 
Value 

$478,064 
1,920,854 
3.517.910 

5,916.828 

Investment Mat 
Less than 1 

$75,334 

75.334 

turitv in Years 
1-5 

$478,064 
1,920,854 
3.442.576 

5,841,494 

State law limits investments to those mdicated under the agency caption vrithin this footnote. It is the Agency's policy 
to limit its investments in these investment types to the top rating issued by Nationally Recognized Statistical Rating 
Organizations. As ofMarch 31, 2011, all of the Agency's investments were rated AAA by Standard & Poors. 

(UI) Custodial Credit Risk 

For an investment, custodial credit risk is tiie risk that, in the event of tiie failure of the counterparty, the Agency will 
not be able to recover the value of its investments or collateral securities that are in the possession of an outside party. 
The Agency's investments are held by the custodial bank as an agent for the Agency, In the agency name and are 
thereby not exposed to custodial credit risk. 

(IV) Concentration of Credit Risk 

The Agency places no limit on the amount that may be invested in any one issuer. The Agency has no investments 
in any single organization (other than those issued or guaranteed by the U.S. Govemment) that represent five percent 
or more of the Agency's total assets. 

Note 5-Unpaid Claims Liabilities 

The fiinds shown below have established liabilities for both reported and unreported insured events, which include 
estimates of fiiture payments of losses and related claim adjustment expenses, both allocated and unallocated. 
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Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 

Notes to Financial Statements 
March 31,2011 

Note 5-Unpaid Claims Liabilities (Continued) 

Changes in these liabilities are as follows: 

March 31.2011 
Unpaid claims and claims adjustment 

expenses at March 31,2010 

Workers 
Compensation 

Fund 

$113,920 

Health 
Fund 

$289,528 

Fire 
Extended 
Coverage 

Fund 

$536,106 

. General 
Liability 

Fund 

$545,034 

Total 

$1,484,588 

Incurred claims and claims adjustment 
expenses of the current period 

Increases (decreases) in provision for 
insured events of prior yeare 

Total incurred claims and 
claims adjustment expense 

Payments for claims and claims adjustment 
expenses attributable to: 

Insured events of current year 
Insured events of prior years 

Total payments and clauns 
adjustment expenses 

Total unpaid claims and claims 
adjustment expense at vear end 

March 31.2010 
Unpaid claims and claims adjustment 

expenses at March 31, 2009 

Incurred claims and cUums adjustment 
expenses of the current period 

Increases (decreases) in provision for 
insured events of prior years 

Total incuned claims and 
claims adjustment expense 

Payments for claims and claims adjustment 
expenses attributable to: 

Insured events of current year 
Insured events of prior years 

Total payments and claims 
adjustment expenses 

Total unpaid claims and claims 
adjustment expense at vear end 

2,423,877 737,155 312,758 3,473,790 

(37.1111 f208.0471 (150.4441 (80.5631 (476.1651 

(37.1111 2.215.830 586.711 232.195 2,997.625 

2,178,586 498.653 55,584 2,732,823 
5.540 m.667 337.034 86.591 540.832 

5.540 2.290.253 _835,687 142.175 3.273.655 

215.105 287.130 635.054 1.208.558 

$145.300 $197.486 $574.659 $781.604 $1.699.049 

2,079,174 1,077,007 186.490 3,342,671 

5.541 (105.0281 379.889 (132.7911 147.611 

5.541 L974.146 L456.896 53.699 3.490.282 

1,789,696 609.321 27,237 2,426,254 
36.921 92.408 __ 886.128 263.032 1.278.489 

36.921 1.882.104 1.495.449 290.269 3.704.743 

113.920 289.528 536.106 545.034 1.484.588 
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Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 

Notes to Financial Statements 
March 31,2011 

Note 6-Restricted Cash 

As ofMarch 31,2010. the Workers' Compensation Fund has pledged and assigned a $200,000 Certificate of Deposit 
to Louisiana Worker's Compensation Corporation to secure tiie payments and performance of the obligations of the 
Fund. 

Note 7-Assets Measured at Fair Value on a Recurring Basis 

Assets measured at fah value on a recurring basis at March 31,2011 and 2010 are comprised of the followmg: 

2011 2010 

Investments 

March 31.2011 
Investments 

U.S. Treasury Notes 
U.S. Govemment Agency Bonds 
U.S. Govemment Agency Notes 

March 31.2010 
Investments 

U.S. Treasury Notes 
U.S. Govemment Agency Bonds 
U.S. Govemment Agency Notes 

$5.916.828 $4.666.132 

Quoted Prices Other Un-
in Active Observable observable 
Markets Inputs Inputs 
fLevel 1) fLevel 21 (Level 31 Total 

$478,064 $478,064 
1,920,854 1,920,854 
3.517.910 3.517,910 

5.916.828 5.916,828 

• $78,020 $78,020 
2,098,700 2,098,700 
2.489.412 2.489.412 

4.666.132 4.666.132 

Generally, for all investments and assets held m trust, fair value is determined by reference to quoted market prices 
and other relevant information generated by market transactions. 

Note 8-Reinsurance Policy Coverage 

A. Workers' Compensation Fund 

The Agency carries its worker's compensation coverage on a "fu-st-dollar" basis. As aresult, at March 31,2011, tiie 
Fund has no specific event liability and no stop loss aggregate. Premiums ceded to excess insurers during the years 
ended March 31,2011 and 2010 were $549,432 and $526,865, respectively. 
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Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency 

Notes to Financial Statements 
March 31,2011 

Note S-Remsurance PoUcy Coverage (Continued) 

B. Health Fund 

At March 31.2011 and 2010, the Fund had reinsurance with each participant having a lifetime maximum coverage 
of $1,000,000. The self insured retention is $60,000 for each individual. Premiums ceded to remsurers during the 
years endmg March 31, 2011 and 2010 were $413,668 and $371,493, respectively, and the amount deducted from 
claims was $256,531 and $112,460, respectively. All of the reinsurance activity was with a single reuisurer. The 
anticipated recoverable amount as of March 31,2011 was $11,515 and at March 31,2010 was $189,196. 

C. Fire & Extended Coverage Fund 

At March 31, 2011 and 2010, the Fund had excess insurance with a self insured retention of $ 175,000 for each 
specific event and aggregate stop losses of $ 1,750,000 for the policy periods with the exception of named windstorms 
in tiers I & 2, which had a SIR of 5% of tiie building values at the time of loss subject to a $250,000 minimum 
deductible. Premiums ceded to excess insurers during the years ending March 31,2011 and 2010, were $5,008,017 
and $4,999,398, respectively. The policy period runs from April 1** to March 31 "of each year. Reinsurance activity 
was with multiple reinsurers. The anticipated recoverable amount as of March 31,2011 was $90,954 and at March 
31, 2010 was $110,513. 

D. General Liabilitv Fund 

At March 31,2011 and 2010, the General Liability Fund had excess msurance with a self insured retention of $50,000 
and $100,000, respectively, for each specific event and an aggregate stop loss of $505,000 for the policy periods. 
Premiums ceded to excess insurers during the years ending March 31,2011 and 2010 were $525,000 and $521,000, 
respectively. The policy period runs from April l''toMarch31"ofeachyear. Reinsurance activity was with a single 
reinsurer. The anticipated recoverable amounts as ofMarch 31, 2011 and 2010 were $38,072 and $78,952, 
respectively. 

Note 9-Related Party Transactions 

The Louisiana Housing Council, Inc. (LHC) provides benefits and services to the housing authorities, as well as access 
to lower cost insurance, but does not participate in the insurance. The Fire and Extended CoverE^e, General Liability 
and Public Officials Liability Funds pay a fee to LHC based on housing authorities' participation in the pool of fire 
& extended coverages, general liability and public officials liability policies. These fees are recognized when the 
policies are billed. Total fees for the years ended March 31,20 U and 2010 were $127,241 and $ 127,259, respectively. 

The Agency pays consulting fees to a member of its board of directors for assistance with insurance related issues. 
These fees were $20,004 and $21,671 for tiie years ended March 31,2011 and 2010, respectively. 

The Agency purchases public official's liability insurance and a fiduciary bond to cover its board of directors from 
Arthur J. Gallagher Risk Management Services, Inc., the Plan Administrator. Total amounts paid for these policies 
were $25,218 and $24,925 for tiie years ended March 31,2011 and 2010, respectively. 
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Louisiana Housing CouncU Authorities Group 
Self Insurance Risk Management Agency 

Notes to Financial Statements 
March 31,2011 

Note 10-Administrative Services 

Arthur J. Gallagher Risk Man^ement Services, Inc., is a third-party service agent hired by the fimds to perform the 
risk management and administi-ative fimctions of the Agency. Their fees are based on different criteria for each type 
of insurance coverage. Total fees expensed for the years ended March 31, 2011 and 2010, were $122,234 and 
$121,488, respectively. 

Note 11-Forfeitures Payable 

The Pension Fund has a forfeiture account with ING, which provides the pension plan to the housing authority 
participants, with balances of $93,704 and $85,905 at March 31,2011 and 2010. respectively. These amounts will 
be allocated to the participants. 

Note 12-Contingent Liabilities 

The Agency is a litigant in several lawsuits. The Agency, on the advice of legal counsel, believes that such 
proceedmgs and contingencies will not have a material effect on the Agency. 

Note 13-Subsequent Events 

The Agency evaluated all subsequent events through September 16,2011. the date the financial statements were 
available to be issued. 
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ĉ  cs 

vo m o 
vo o o 
Tj- M o 
oo CN ĉ  
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IjOuisiana Housing Council Au tho r i t i ^ G r o u p 
Self Insurance Risk Management Agency 

Financial Indicator Table 
Year Ended March 31,2011 

Loss Ratio = Incurred Losses and Loss Adjustment Expense $2.997.625 
Net premiums Earned 5.442,235 

Loss Ratio = 55.08% 

Expense Ratio = Expenses (excluding expenses related to losses) 1.432.680 
Net Premiums Eamed 5.442,235 

Expense Ratio = 26.33% 

Combined Ratio = Loss Ratio + Expense Ratio 0.8 L Combined Ratio = 0.81 

Net Investment 
Income Ratio = Net Investment Income 

Net Premiums Earned 
22.462 

5,442,235 

Net Investment 
Income Ratio = 0.41% 

Operating Ratio = Combined Ratio - Net Investment Income Ratio 0.40 Operating Ratio = 0.40 

Yield on 
Invested Assets = Net Investment Income 

Investments 
22.462 

5,916,828 

Yield on 
Invested Assets = 0.38% 

Change in Net Assets = Increase in Net Assets 
Previous Year's Net Assets 

2.041.883 Change in Net Assets = 25.87% 
7,893,331 

Return on Net Assets = Net Income 
Previous Year's Net Assets 

2.041.883 Return on Net Assets = 25.87% 
7.893,331 

Net Premium 
Written to Net Assets = Net Premiums Written 

Net Assets 

Net Premium 
5.442.235 Written to Net Assets = 54.78 
9,935,214 

Current Liability = Cash and Cash Equivalents + Investments 10.951.851 
Uneamed Premium + Unpaid Claims Liability 1,414,985 

Current Liability = 7.74 
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Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency 
Financial Indicator Table 

Year Ended March 31,2010 

Loss Ratio = Incurred Losses and Loss Adjustment Expense $3,490.282 
Net Premiums Eamed 4,958,795 

Loss Ratio = 70.39% 

Expense Ratio = Expenses (excluding expenses related to losses) 1 ̂ 26,368 
Net Premiums Earned 4,958,795 

Expense Ratio = 24.73% 

Combined Ratio = Loss Ratio + Expense Ratio 0.95 Combined Ratio = 0.95 

Net Investment 
Income Ratio = Investment Income 

Net Premiums Earned 
80.024 

4,958,795 

Net Investment 
Income Ratio = 0.02 

Operating Ratio = Combined Ratio - Net Investment Income Ratio 0.93 Operating Ratio = 0.93 

Yield on 
Invested Assets = Investment Income 

Investments 
80,024 

4,666,132 

Yield on 
Invested Assets = 1.71% 

Change in Net Assets = Increase in Net Assets 
Previous Year's Net Assets 

647,768 Change in Net Assets = 8.94% 
7,245,563 

Return on Net Assets = Net Income 
Previous Year's Net Assets 

647.768 Return on Net Assets = 8.94% 
7,245,563 

Net Premium 
Written to Net Assets = Net Premiums Written 

Net Assets 

Net Premium 
4.958.795 Written to Net Assets = 62.11% 
7,983,331 

Current Liability = Cash and Cash Equivalents + Investments 9^708.319 
Uneamed Premium + Unpaid Claims Liability 1,713,562 

Current Liability = 5.67 
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September 16,2011 

Report on Internal Control over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance with Government Auditing Standards 

Insurance Committee 
Louisiana Housii^ CouncU Authorities Group Self Insurance Risk Management Agency 

Church Point, Louisiana 

Members of the Committee: 

. We have audited the financial statements of the 

Louisiana Housing Council Authorities 
Group Self Insurance Risk Management Agency 

Church Point, Louisiana 
as of and for the year ended March 31,2011, and have issued our report thereon dated September 16,2011, We 
conducted our audit in accordance with auditii^ standards generally accepted in the United States of America and 
the standards applicable to financial audite contained in Govemment Audit Standards, issued by the Comptroller 
General of the United States. 

Intemal Control Over Financial Reporting 

In planning and performing our audit, we considered the Louisiana Housii^ Council Authorities Group Self 
Insurance Risk Management Agency's internal control over financial reporting as a basis for designing our 
aut^ting procedures for die purpose of expressing our opinion on the financial statements, but not for ttie puipose 
of expressing an opinion on tiiie effectiveness of the Louisiana Housing Coimcil Authorities Group Self Insurance 
Risk Management Agency' s intemal control over financial reportmg. Accordmgly, we do not e;q)ress an opinion 
on the effectiveness of the Louisiana Housing Council Authorities Group Self Insurance Risk Management 
Agency's intemal control over financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of perfonnmg their assigned functions, to prevent or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal 
control such that there is a reasonable possibility that a material misstatement of the entity's financial statements 
will not be prevented, or detected and corrected on a timely basis. 
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Our consideration of intemal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in intemal control over financial 
reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any 
deficiencies in intemal control over fmancial reporting that we consider to be material weaknesses, as defmed 
above. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Louisiana Housing Council Authorities Group 
Self Insurance Risk Management Agency's iinancial statements are fi-ee of material misstatement, we performed 
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements, noncompliance 
with which could have a direct and material effect on the determination of financial statement amounts. However, 
providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we 
do not express such an opinion. The results of our tests disclosed no mstances of noncompliance or other mattere 
that are required to be reported under Govemment Auditing Standards. 

This report is intended solely for the mformation and use of the management of the Insurance Committee, 
the Louisiana Legislative Auditor and the Louisiana Insurance Commissioner and is not intended to be and should 
not be used by anyone other than these specified parties. Under Louisiana Statute 24:513, this report is distributed 
by the Louisiana Legislative Auditor as a public document. 

Yours tmly, 

^ d ^ ^ l ^ r ^ " ^ ' ' ^ 
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Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency 
Summary Schedule of Audit Findings 

March 31,2011 

Findings - Financial Statement Audit 

None. 
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Louisiana Housing CouncU Authorities Group Self Insurance Risk Management Agency 
Summary Schedule of Prior Year Findings 

March 31,2011 

Findings - Financial Statement Audit 

None. 
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